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At the 17th Session of the Economic and Social Coun- 
cil, on April 12, 1954, Mr. Ivar Rooth, Managing Director 
of the International Monetary Fund, reported on the work 
of the Fund during the past year. He recalled that, fol- 
lowing upon the submission of the Fund’s report, The 
Adequacy of Monetary Reserves, at the 16th Session of 
ECOSOC, the Council had requested the Fund to furnish 
further information on developments in this field in 1954. 
Many of the relevant up-to-date figures appear in /nter- 
national Financial Statistics, and the ECOSOC meeting 
gave a further opportunity for reviewing the whole prob- 
lem again. 

Mr. Rooth pointed out that 1953 was a year in which 
the world economy was in a more satisfactory state than 
at any time since the end of the war. “World trade re- 
covered from its temporary decline during 1952. Its 
volume was approximately the same as in 1951, when the 
fillip given to trade and production everywhere by the 
Korean boom raised world trade to a very high level. The 
balance of payments position of a great many countries 
in 1953 was strengthened and during the year there was 
a noticeable improvement in the reserves of many coun- 
tries. In the aggregate, and excluding the United States, 
the gold and dollar reserves of countries outside the Soviet 
bloc increased by the equivalent of approximately $2.5 
billion, or by about 12 per cent. Most areas shared in 
this improvement, although there were many individual 
exceptions. In some countries the improvement was in- 
significant, and in a few there was a sizable depletion of 
official reserves during the year. The ratio of total re- 
serves to imports has significantly increased in most 
countries which, in the report submitted by the Fund to 
ECOSOC last year, showed a ratio of less than 50 per 
cent. Reserves in the form of gold and dollars have 
similarly improved during the last year for almost all 
the countries where such reserves were particularly low 
at the end of 1951. 

“The widespread improvement in gold and dollar re- 
serves occurred mainly as the net result of transactions 
with the United States. The aggregate amount of dollars 
supplied by the United States was about $20 billion: $12 
billion for imports of goods, $6 billion for invisibles 
(which includes large payments by the U.S. Government 
abroad) and capital movements, and $2 billion for eco- 
nomic aid. The large supplies of military equipment 
(over $4 billion) which the United States supplies to 
foreign countries are not included in these figures. Out 
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of this $20 billion, countries found it possible to use 
about $2 billion to strengthen their reserves. Of this, 
about half was acquired in the form of gold from the 
United States, the other half appearing as an increase of 
dollar balances kept on deposit in the United States by 
foreign monetary authorities. 

“Furthermore, official gold stocks received a substantial 
portion of new gold production, as the demand for gold 
by private hoarders throughout the world declined. This 
decline was reflected in a fall in the price of gold in free 
markets. The prices paid for private purchases of gold, 
expressed in U.S. dollars, show now only a negligible 
premium above the official price of US$35 an ounce. Gold 
sales by the U.S.S.R. also added, toward the end of the 
year, to the reserves of certain countries in Western 
Europe. 

“The generally improved reserve position in 1953 did 
not result from new or tighter restrictions. On the con- 
trary, it reflected an international financial position more 
nearly in equilibrium than that of any other postwar year. 
As a result of these developments, the outlook for the 
attainment of convertibility for the main currencies has 
improved. In a number of countries, one step after 
another is being taken to increase the area of effective 
convertibility. Discrimination in trade is being reduced. 
A more extensive use of foreign-held balances has been 
permitted. Some international commodity markets have 
been reopened. In many quarters active thought is being 
given to policies which should ensure a still closer ap- 
proach to convertibility. Recently a number of important 
documents have drawn attention to the movement toward 
international equilibrium and to the possibility of action 
toward the further liberalization of trade and exchanges. 
For instance, the communiqué of the recent economic con- 
ference of the British Commonwealth stated: ‘The grow- 
ing confidence in sterling and increasing strength and 
flexibility of the economies of the sterling area countries 
have enabled them to make progress in the move towards 
expanding trade and freeing currencies.’ The Annual 
Report of the Board of Governors of the Federal Reserve 
System in the United States stated: ‘Most remarkable has 
been the widespread evidence of growing belief in the 
possibility of linking together the free world countries 
in a broadened market economy with fewer barriers to 
trade and investment.’ And in its last Annual Report, 
the National Bank of Belgium said: ‘Within the limits of 
its competence, the Bank thinks it has succeeded during 
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the past few years in creating the preliminary conditions 
essential for the establishment, on the basis of a fixed 
rate of exchange, of genuine convertibility of the Belgian 
franc, implying the liberalization and consequently the 
expansion of international trade.’ 


“Several factors have played a role in the favorable 
development of the payments and reserve position. As a 
result of improvements in their agricultural production, 
other countries have been able to rely less on U.S. sup- 
plies; this was one of the most important factors in the 
decline of U.S. agricultural exports last year. For similar 
reasons the demand for U.S. exports of coal has also 
fallen. There are, however, other temporary factors the 
disappearance of which would again create a dollar gap: 
Discrimination has on the whole been reduced, but many 
countries restrict some imports from the dollar area in 
order to protect their dollar position. U.S. military ex- 
penditure abroad—including such items as troop expend- 
iture and purchases outside the United States of goods 
and services to be used by U.S. and associated forces— 
continues at a high level, and economic aid by the United 
States, while reduced, was still an important element last 
year. U.S. imports remained high in 1953. They are 
somewhat lower now. It is, of course, not possible to 
forecast how these various elements will develop in the 
present year. In view, however, of the high rate of reserve 
accumulation in 1953, even a somewhat lower level of 
U.S. imports need not in 1954 prevent foreign countries 
as a whole from adding further to their gold and dollar 
holdings in their transactions with the United States. 


“The recent tendency for U.S. imports to decline has 
been caused by a reduction of general activity in the 
United States since the middle of last summer. Since the 
end of the war there have been recurrent fears that the 
U.S. economy might suffer a depression, which would 
undoubtedly have serious consequences for the rest of 
the world. The part played by the United States is indeed 
uniquely important. Over the last eight years the rapid 
progress of the U.S. economy has provided a strong 
upward stimulus to the world economy. With respect to 
developments in the immediate future, I do not want to 
make any forecast; but I do want to stress the importance 
of the intention expressed by the U.S. Government to act 
rapidly and decisively should the situation tend to deteri- 
orate further. The determination of the U.S. Govern- 
ment, as that of the Governments of many other countries, 
to take the necessary anti-depression measures should 
justify the general expectation that, though some indi- 
vidual countries may have special difficulties of their own, 
there will be no major interruption in the growth of the 
world economy. 

“While assistance from the United States was still an 
important factor in the world payments position during 
the past year, the improvement that was then recorded 
reflected in the main a decline in inflationary pressures 
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in deficit countries. More and more countries are now 
using the instruments of fiscal and monetary control to 
steer as closely as possible a course that will ensure both 
a high level of employment and balance of payments 
equilibrium. 

“In spite of these achievements, it cannot be said that 
the financial and payments situation is satisfactory in all 
countries. The general situation, however, is now quite 
unlike that of the first years after the war. The payments 
problems that now present themselves are primarily the 
problems of individual countries. In these countries, for 
one reason or another, the demand for imports substan- 
tially exceeds the amounts available from export earnings. 
The most frequent reasons are inflation and reduced 
demand for primary products in export markets. In all 
these problems the Fund has a direct interest, including 
the problems raised by sharp fluctuations in the earnings 
of raw material exporters.” 


Mr. Rooth then examined the part played by the Fund 
during 1953. “Our activities in 1953,” he said, “showed 
an increase over recent years. We sold more exchange 
($230 million) than in any other year except 1947, We 
also received more gold and dollars through repurchases 
($168 million) than in any previous year. The Fund’s 
sales of exchange in 1953 involved six members, three 
in Latin America (Brazil, Chile, and Bolivia), two in 
Europe (Finland and Turkey), and one in Asia (Japan). 
In general, the policies that govern the use of the Fund’s 
resources have been more fully developed, and the Fund 
has thus gradually become better equipped to assist mem- 
bers that are faced with temporary balance of payments 
difficulties. The policies on use of resources and on stand- 
by credits that had been put into operation on an experi- 
mental basis in 1952 have been established on a more 
permanent basis. The facilities for stand-by credits have 
been developed so as to be more effective, especially in 
connection with the achievement and maintenance of 
convertibility. 

“In some of our transactions new ground has been 
broken in various directions. Fear has sometimes been 
expressed that the limitation of drawings by any member 
to 25 per cent of its quota in a 12-month period would 
seriously limit the usefulness of the Fund in helping 
to solve the exchange problems of its members. However, 
both in the transaction with Turkey and in the stand-by 
facilities recently granted to Peru, the Fund waived this 
limitation. Such waivers are provided for in the Articles 
of Agreement to take care of the exceptional require- 
ments of a member, but they had never before been 
granted by the Fund. 

“The credit of $12.5 million granted for a year to 
Peru in February 1954 for the stabilization of its cur- 
rency was the first Fund stand-by arrangement for a 
period longer than six months and the first with a mem- 
ber with a fluctuating exchange rate. With it was 
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combined a $12.5 million stabilization credit from the 
U. S. Treasury and a $5 million credit by a U.S. private 
bank. As a result of these transactions Peru has been 
given access to resources which, together with the internal 
measures that are planned, should permit the maintenance 
of Peru’s almost complete freedom from restrictions on 
trade and payments. 


“In the past few years an increasing proportion of our 
transactions has been with the less developed countries. 
The Fund’s financial assistance to these countries does 
not mean that its resources are to be used to finance 
their development programs. For that purpose, long-term 
finance is required and, if domestic resources are inade- 
quate, it may be made available by the IBRD, the 
Export-Import Bank, or by private investors. When at- 
tempts are made to push ahead with development more 
rapidly than is consistent with the limited resources, 
domestic or foreign, available to the country, inflationary 
pressures result. But even when no such attempt is made, 
development sometimes leads to temporary balance of 
payments difficulties. The Fund is always interested 
in the problems of all its members and in giving not only 
advice, but financial assistance when a member is taking 
steps to balance its economy. 

“In 1953, as in other recent years, the Fund’s oppor- 
tunities for useful contacts with its members have steadily 
grown. Members that continue exchange restrictions and 
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discriminations have an obligation to consult every year 
with the Furd. During 1952 and 1953 we have been 
almost constantly engaged in these consultations, which 
have covered more than 40 member countries. A very 
large part of our work has been centered around these 
activities, and it has involved both staff missions to the 
countries and visits by country representatives to the 
Fund. During 1953, the Fund sent its own missions for 
consultations and other purposes to 21 member countries, 
and cooperated with other international agencies in mis- 
sions to 4 others. Of these 25 missions, 11 were to 
countries in Latin America, 5 to countries in ihe Far 
East, 5 in the Middle East and Africa, and 4 in Europe. 
The questions covered in such contacts involved such 
matters as exchange control policy and administration; 
central bank policies, administration, and organization; 
and improvements in statistics. Some of the consultations 
with Fund members have led to a simplification or relax- 
ation of restrictive and discriminatory systems. A further 
important aspect of the consultations is the opportunity 
afforded for a fruitful exchange of views on actual and 
possible economic policies. Some of the Fund’s financial 
transactions with members have developed out of our 
consultations with them. It is our expectation that the 
experience gained through consultations will help the 
Fund to play a constructive role in assisting the efforts of 
members to maintain or establish convertibility.” 


Haitian Par Value 


The International Monetary Fund announced on April 9 
the establishment of the initial par value for the Haitian 
gourde at 5 gourdes per U.S. dollar. The equivalents 
for the Haitian gourde in terms of gold and in terms of 
the U.S. dollar of the weight and fineness in effect on 


July 1, 1944 are as follows: 0.177734 grams of fine gold 

per gourde; 175 gourdes per troy ounce of fine gold; 

5 gourdes per U.S. dollar; 20 U.S. cents per gourde. 

Source: International Monetary Fund, Press Release 
No. 222, Washington, D.C., April 9, 1954. 


IBRD Loans to Norway and Peru 


Norway 

The International Bank for Reconstruction and Devel- 
opment on April 8 made a loan of US$25 million to 
Norway to help carry forward economic development, of 
which the expansion of Norway’s merchant fleet is one 
of the most important parts. The loan will make avail- 
able some of the foreign exchange needed for the purchase 
of merchant ships being built in foreign shipyards. 

This is the Bank’s first loan to Norway. It is for 20 
years, with interest at 434 per cent per annum, including 
the statutory 1 per cent commission allocated to the 
Bank’s special reserve. Amortization will begin in Octo- 
ber 1957. Two U.S. commercial banks have entered into 
arrangements with the International Bank to purchase, 
without the Bank’s guarantee, $2,016,000 of the early 
maturities of the loan. The Bank of America will purchase 
$1,512,000 and The Philadelphia National Bank $504,000 
of the first four maturities of the loan falling due semi- 





annually from October 15, 1957 through April 15, 1959. 
The Norwegian Government has laid down the main 
directions of its economic policy for the next few years 
in the form of an investment program covering the 
period 1954-57. Its general aim is to maintain high em- 
ployment and to raise living standards further by in- 
creasing both agricultural and industrial output. Since 
the Norwegian economy is based primarily on private 
enterprise, this program represents more an indication 
of general objectives than a plan to be followed in detail. 
Particular emphasis is being laid upon export industries, 
which account for more than one third of the country’s 
total production, and upon shipping, which is one of 
Norway’s major sources of foreign exchange earnings. 
During 1954 more than one fifth of all Norwegian 
investment will be in shipping. In general, Norwegian 
shipowners have sufficient resources and credit in their 
own currency to finance this expansion. For the Nor- 
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wegian economy as a whole, however, the payments to be 
made abroad for ships being built in foreign yards im- 
pose a heavy burden. Largely as a result of these pay- 
ments, Norway will need additional foreign exchange 
estimated at the equivalent of $52 million in 1954. The 
Bank’s loan will cover $25 million of this amount; the 
remainder will come from Norway’s own resources or 
from further foreign borrowing. 

Although only about 34% per cent of Norway’s em- 
ployed population is directly engaged in shipping, net 
foreign exchange receipts from shipping services pay 
for some 20-30 per cent of imports. With the addition 
of ships now on order, and with allowance for replace- 
ments, the merchant fleet is expected to be increased by 
one quarter by the end of 1957. 


As a result of large investments, war losses in Norway 
have been made good and the country now has consid- 
erably more capital equipment than it had before the war. 
The merchant fleet is about one third larger; the fishing 
and whaling fleets have been restored and modernized; 
agriculture and forestry have been mechanized to a great 
extent; and industries and power plants have been ex- 
panded. Further growth, however, depends on an ade- 
quate supply of capital. Because of its small population, 
Norway’s capital resources are limited, and for more than 
a century the country has been a net importer of capital— 
traditionally from the private capital markets of the 
United Kingdom and continental Europe. Since World 
War II, the capital inflow has been largely from official 
U.S. aid and private shipping loans. At present, lack of 
sufficient private foreign capital, together with the ter- 
mination of U.S. aid, has led Norway to seek Interna- 
tional Bank financing. 


Peru 


A loan of US$1.7 million was made by the Inter- 
national Bank to Peru on April 12. It will pay for the 
import of agricultural machinery needed to reclaim old 
and to open new lands to cultivation, and to improve 
methods of production. Increased production made 
possible by the new equipment will help reduce Peru’s 
need for food imports and will increase her foreign 
exchange earnings. 


New York Dealings in Transferable Sterling and Deutsche Marks 


Following the U.K. decision to unify most transferable 
sterling accounts of persons resident outside the sterling 
and dollar areas (see this News Survey, Vol. VI, p. 295), 
banks in New York are to resume free trading in trans- 
ferable sterling as from April 1. Hitherto, by a long- 
standing arrangement with the U.K. authorities in their 
efforts to prevent cheap sterling transactions, the major 
New York banks have not participated in the market, and 
transferable sterling deals in New York have been carried 














The National City Bank of New York has agreed to 
participate in the loan, without the International Bank’s 
guarantee, to the extent of $250,000 of the first five 
maturities of the loan, falling due semiannually from 
July 15, 1956 through July 15, 1958. 


This is the Bank’s second loan to Peru for the purchase 
of agricultural machinery; the other, for $1.3 million, 
was made in July 1952 (see this News Survey, Vol. V, 
p. 10). The machinery financed with the second loan, 
like the first, will be operated by SCIPA (Servicio Co- 
operativo Interamericano de Produccién de Alimentos), 
an agency of the Ministry of Agriculture. 


The greater part of the proceeds of the new loan will 
be spent for the purchase of heavy equipment to increase 
SCIPA’s land clearing and land preparation activities. 
A lesser portion will be spent on cultivation and trans- 
portation equipment, spare parts, and shop tools. It is 
estimated that, during the life of the machinery financed 
by the loan, SCIPA will be able to rehabilitate about 
37,000 acres of land and to clear about another 12,500 
acres each year. The cumulative effect of five years of 
full operation of the machinery should result in an 
increase of annual production valued at $36 million, 
of which about $17 million would be exported, making 
a substantial improvement in Peru’s balance of payments. 


The loan is for seven years, with interest at 444 per 
cent per annum, including the statutory 1 per cent com- 
mission allocated to the Bank’s special reserve. Amortiza- 
tion payments will begin July 15, 1956. 

The Peruvian Government has now negotiated settle- 
ments for resuming service on all government or govern- 
ment-guaranteed debt which has been in default. Follow- 
ing the settlement of Peru’s dollar debt early in 1953, 
the Government, in December 1953, reached an agree- 
ment with the Council of Foreign Bondholders of London 
on the terms of settlement to be offered to holders of 
defaulted sterling bonds. These terms were approved 
by the Peruvian Congress in February 1954. 

Sources: International Bank for Reconstruction and De- 


velopment, Press Releases, Washington, D.C., 
April 8 and 12, 1954. 





out almost exclusively by brokers and private banks. 

Beginning April 1, trade will also be resumed in New 
York in West German marks for the first time since the 
war. Purchases can be made only against dollars, but 
there will be no limitation on the resale of deutsche 
marks acquired in this manner. The new arrangements 
do not apply to German sperrmarks, which are used for 
investment purposes within Germany. 


Source: The Journal of Commerce, New York, N. Y., 
April 1, 1954. 
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Europe 


Sterling Area Reserves 


In March the sterling area recorded a gold and dollar 
surplus of $102 million—the highest since April 1953— 
which brought the total gold and dollar reserves to $2,685 
million. These reserves were the highest since November 
1951, when they amounted to $2,707 million. Of the 
March surplus, $14 million came from defense aid and 
$2.4 million was received in half settlement of the March 
EPU surplus, leaving a net sterling area trading surplus 
of almost $86 million—an exceptional result compared 
with the surplus of $2 million in February and $14 
million in January. Apart from the possibility that some 
of the surplus arose from further shipments of Russian 
gold to the United Kingdom, reasons for the sharp im- 
provement in March are not apparent. At prevailing short 
money rates, it is profitable for operators in foreign 
centers to use money in London and cover the exchange 
risk by forward transactions. A considerable volume of 
foreign money is reported to have been attracted to 
London for this purpose, and thus to have increased 
the Exchange Equalisation Account’s holdings of dollars 
and other currencies. As the surplus appears to have 
developed evenly throughout the month, the part played 
during the last ten days of the month by the reopening 
of the London gold market and the extension of sterling 
transferability on March 22 is believed to be small. 

The U.K. account in EPU in March showed a surplus 
of $4.8 million, of which half will be settled in gold 
and half by reduction of the U.K. debt to the Union. The 
U.K. Government is reported to have proposed bilateral 
negotiations with its four main EPU creditors (Germany, 
Belgium, the Netherlands, and Switzerland) dealing with 
the funding of the share of these countries in part of the 
U.K. debt to EPU. In addition, it is understood that 
the U.K. authorities have offered an immediate payment 
of £30 million in gold to these countries, subject to the 
acceptance of certain conditions. Following the March 
settlement, the U.K. cumulative debt to EPU will be 
£194.4 million. 

The increase in reserves during the first quarter aver- 
aged $56 million per month. U.S. aid accounted for a 
monthly average of $20 million; receipts on account of 
EPU settlements, for $2 million; and “other gold and 
dollar movements,” excluding extraordinary loan pay- 
ments to the United States and Canada, for $34 million. 
(For comparable quarterly figures for 1953, see this 
News Survey, Vol. VI, p. 246.) 

Sources: The Financial Times, April 3, 1954, and The 
Economist, April 10, 1954, London, England. 


Rise of Belgian Prices and Wages 


The index of retail prices in Belgium, which had 
risen from 418.4 (1936-38 = 100) in December 1953 to 
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423.6 in February 1954, declined in March to 422.3. As 
a result of these movements and of sliding scale provis- 
ions for wages, a number of industries will increase 
wages. For example, wages in the building industry will 
be increased 4 per cent; gas and electricity works, 2.5 per 
cent; hollow-glass factories, 4 per cent; and the brick 
industry, 25 per cent. 


Source: Agence Economique et Financiére, Brussels, 
Belgium, April 1, 1954. 


Finland's Foreign Debts 


Finland’s net foreign indebtedness at the end of 1953 
had decreased to 42,254 million marks (US$182.9 mil- 
lion), from 52,589 million at the end of 1952. It amounted 
to about 7-8 per cent of the national income, and about 
one third of annual exports. The per capita indebtedness 
was slightly more than 10,000 marks ($43.5). 

The decrease recorded in 1953 was in short-term debts 
and assets. Short-term debts fell by nearly 8,000 million 
marks, the greatest reduction occurring in the different 
clearing accounts of the banks. At the end of 1953, 
the indebtedness on these accounts was barely one third 
that at the beginning of the year. Short-term assets rose 
by some 3,000 million marks, mainly as a result of the 
considerable growth of the foreign exchange holdings 
of the Bank of Finland. 

No new long-term loan was obtained last year, but 
Finland drew on the unused parts of some previously 
granted credits, the chief one being the $20 million 
loan granted by the International Bank for Reconstruc- 
tion and Development in April 1952 for imports of 
machinery. Earlier bond loans were redeemed according 
to the schedules. Of the long-term loans outstanding, 
which total 66,571 million marks, about 55 per cent is 
due in U.S. dollars and 40 per cent in Swedish kronor. 
Source: A/B Nordiska Foreningsbanken, Unitas, Hel- 

sinki, Finland, February 1954. 


Electrification in Iceland 


The Icelandic Government has published a ten-year 
electrification plan, to bring electricity into all of the 
rural sections of the country. The cost of the plan is 
estimated at 250 million Icelandic krénur. It will be 
financed partly by annual appropriations and partly by 
floating a loan of 140 million Icelandic krénur. 

Source: Norges Handels og Sjgfartstidende, Oslo, Nor- 
way, April 3, 1954. 


Middle East 
Egyptian Pound Quotations 


In the “import entitlement accounts” in Cairo, the 
average premium in March 1954 for sterling was 3.801 
per cent, compared with 5.375 per cent in February; 
for the U.S. dollar, it was 7.124 per cent, compared with 
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8.163 per cent; and for the deutsche mark, 5.041 per cent, 
compared with 8.467 per cent. 


The average published quotation for the “export pound” 
in Beirut, which had been 8.56 Lebanese pounds per 
Egyptian pound in February, was 8.68 Lebanese pounds 
in March; and in Ziirich the March quotation was 
US$2.63 per Egyptian pound, unchanged from February. 
(For premia and “export pound” quotations in January, 
see this News Survey, Vol. VI, p. 280.) 


Sources: Al Ahram, Cairo, Egypt, various issues. 


Economic Developments in Israel 


In a speech before the Israel Parliament, the Minister 
of Finance stated that national income in 1953 amounted 
to 1£1,050 million, an increase of 13 per cent over 1952, 
and that total investment was 1£278 million, i.e., 26.5 per 
cent of the national income. He also reported that 
imports declined from $309 million in 1952 to $286 mil- 
lion in 1953, and that exports increased from $43.4 
million to $59.6 million. The trade deficit therefore 
dropped from $265.6 million to $226.4 million. The 
Minister expressed the belief that the investments made 
in 1953 would further improve the economic situation, 
and he expressed the Government’s intention of holding 
any increase in the cost of living during 1954 to 10 
per cent. 


Source: /srael Economic Horizons, New York, N. Y., 


April 1954. 


New Import Regulations in Jordan 


Commodities previously on the prohibited list can now 
be imported from soft currency areas into Jordan without 
import licenses and the issuance of exchange permits, 
on payment of a fee of 20 per cent. A similar rule ap- 
plies to nonprohibited goods for which no import license 
has yet been issued. In such cases, the fee will be 12 per 
cent of the value of goods imported from hard currency 
areas and 4 to 8 per cent on goods imported from soft 
currency areas, 


Source: Le Commerce du Levant, Beirut, Lebanon, 
April 3, 1954. 


Jordan's New Budget 
The Jordanian budget for the fiscal year 1954-55 es- 


timates revenues of around JD 16.3 million and ex- 
penditures of around JD 16.6 million. The figure for 
revenues includes about JD 8.8 million of British mili- 
tary aid, and an interest-free loan of JD 1.6 million 
from the United Kingdom to be spent for economic de- 
velopment. 


Source: Le Commerce du Levant, Beirut, Lebanon, 


March 27, 1954. 
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Far East 
U.S. Aid to Thailand 


During the past two years, demonstrations on more 
than 1,000 one-half acre plots, under U.S. economic as- 
sistance and technical cooperation programs, have shown 
that rice yields in Thailand can be doubled or tripled on 
certain types of soil by proper application of fertilizer. 
The 1953-54 rice crop is estimated at 75 per cent above 
the prewar crop, and U.S. technicians are working 
toward further improvement of Thailand’s rice marketing 
and distribution facilities. These efforts aim at reducing 
costs so that Thailand will be in a better competitive 
position to meet price requirements. 


The economic assistance and technical cooperation 
programs have also made possible the improvement of 
800 miles of highway in Thailand for all-weather use. 
About 100 Thais have been trained in highway mainten- 
ance at the Heavy Equipment and Operations Mainten- 
ance School in Bangkok. With a dredge furnished under 
the MSA program, the Government is dredging a ship 
channel at Bangkok; the project is expected to be com- 
pleted in the early part of 1954, Aid programs have also 
helped to step up power production; in the first half 
of 1953 electric power production in Bangkok was more 
than 34 per cent above that in 1951. These improve- 
ments have encouraged the Thai Government to procure, 
with its own funds, substantial amounts of modern 
equipment to carry forward additional rehabilitation 
and expansion projects in transportation and power. 


The Foreign Operations Administration has appropri- 
ated US$5 million (the equivalent of 90 million baht) 
for Thailand during the year July 1953-June 1954. This 
is about US$2.6 million less than the annual average of 
the past three years. 


Counterpart funds have been used mainly for agricul- 
tural development and the public health program. The 
funds released for these two purposes amounted to the 
equivalent of US$4 million, out of the total of US$7 
million approved for use by the end of December 1953. 
In addition, funds were released for mining development 
and for the improvement of educational facilities. 


Source: U.S. Foreign Operations Administration, Report 
to Congress on the Mutual Security Program for 
the Six Months Ended December 31, 1953, Wash- 
ington, D.C., March 8, 1954. 


U.S. Wheat Sale fo Taiwan 


The Foreign Operations Administration announced on 
March 29 that an additional US$5 million allotment had 
been made to finance the procurement of wheat for 
Taiwan during the current year. Thus the year’s total 
economic aid to the Republic of China was increased 
from $76.8 million to $81.8 million. The new fund was 
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made available under the provision of Section 550 of the 
U.S. Mutual Security Act of 1953, which provides that 
between $100 million and $250 million of the Mutual 
Security appropriations for the current fiscal year shall 
be used to supply surplus U.S. agricultural commodities to 
be sold to friendly countries for local currencies. While 
the wheat transaction with China is considered a sale, 
the Taiwan dollar currency to be paid by the Republic 
of China for the wheat will be used as part of the U.S. 
program to support the economy and defense of Taiwan. 

The wheat transaction is the second allotment made 
under Section 550 to the Government of the Republic of 
China. The first, also for $5 million, was announced on 
February 11, to provide barley and bread grains. The 
FOA pointed out “the Taiwan dollar proceeds from 
that allotment are being used for purchases of military 
hardware produced in Taiwan, and are not a part of the 


$81.8 million figure of economic aid to Taiwan for 
this year.” 


Source: Chinese News Service, Press Release, New York, 


N.Y., March 30, 1954. 


Japanese Foreign Exchange Budget 


The Japanese Ministries concerned with the foreign 
exchange budget for April-September 1954 have agreed 
that the foreign exchange deficit during the 1954 fiscal 
year should not exceed $90 million, and that foreign 
exchange payments related to import trade will be about 
$2 billion. Foreign exchange receipts during the fiscal 
year are conservatively estimated at $1,270 million from 
visible exports and $710 million from special procure- 
ments. 

On the basis of these estimates, the foreign exchange 
budget for the first half of the fiscal year was tentatively 
formulated on March 24. Some $1,050 million is to be 
appropriated for import trade (the figure for the same 
period in 1953 was $1,225 million), so that total foreign 
exchange appropriations for the fiscal year will be limited 
to $2,135 million. In order to ensure that import prices 
will not be raised by foreign dealers, the details of the 
import budget are not to be disclosed to the public. 


Sources: Nihon Keizai Shimbun, March 11, 1954, and 
Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, March 27, 1954, Tokyo, 
Japan. 


Philippine Five-Year Economic Program 


The Philippine Government has adopted a five-year 
economic development plan providing for the investment 
of 4 billion pesos by government and private capital 
(see this News Survey, Vol. VI, p. 290). The plan aims 
at raising the national income from 8 billion pesos to 
11 billion pesos and at solving the present unemployment 
problem of the Philippines. It is estimated that the plan 
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will provide employment for about 260,000 persons in 
the first year and 360,000 additional thereafter. 


Sources: Philippine Association, Philippine Newsletter, 


New York, N.Y., March 19 and 26, 1954. 


United States and Canada 


U.S. Stockpile Purchases 
The U. S. Office of Defense Mobilization has been 


directed by the President to increase stockpile purchases 
of metals and minerals in order to help bolster falling 
prices. Whenever possible the increased purchases must 
be obtained from domestic producers. While it is ex- 
pected that purchases of 35 to 40 metals and minerals 
will be increased, the program is considered primarily 
as a means to support lagging lead and zinc prices. 
Despite the emphasis upon purchases from domestic 
production, the directive states that the United States 
will continue to purchase abroad items still needed to 
fulfill stockpile objectives. 


Source: The Wall Street Journal, New York, N. Y., 
March 29, 1954. 


Canadian Debt Redemption Plans 


During 1954 the Canadian Government is to redeem 
ahead of maturity two large bond issues amounting to- 
gether to almost $2 billion. The 3 per cent third Victory 
Loan of $847 million, issued in 1942 to mature in 1956, 
will be called on June 1, and the 3 per cent fourth Victory 
Loan of $1,111 million, issued in 1943 to mature in 1957, 
will be called on October 1. Both bond issues are being 
called at a 1 per cent premium. 


Source: The Gazette, Montreal, Canada, March 27, 1954. 


Latin America 


Credit Ceilings Established by Nicaragua 


By Executive Decree No. 32 of April 9, 1954, the 
Nicaraguan Government authorized the Ministry of Econ- 
omy to establish credit ceilings for commercial banks in 
order to avoid an undue expansion of commercial credits. 
The authorization includes the Commercial Department 
(Banking Department) of the National Bank. The meas- 
ures of control must be applied to the whole banking 
system, and may be modified or suspended if economic 
conditions warrant. 

Source: La Gaceta, Diario Oficial, Managua, Nicaragua, 


April 9, 1954. 


Limit on Brazilian Import Exchange Sales 

The maximum amount of Brazilian certificates that may 
be acquired for the purchase of import exchange by a 
bidder at one auction has been increased to US$50,000 
or its equivalent in other currencies, by instruction 
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No. 85, dated February 25, of the Brazilian Superinten- 
dency of Money and Credit (SUMOC). This limit may 
not be exceeded unless it can be proved to the satisfaction 
of the Council of the Superintendency that a larger quota 
is necessary. 


The previous maximum of $10,000 was fixed by 
SUMOC instruction No. 70 of October 9, 1953; it could 
be exceeded only if the importer could prove to the 
satisfaction of the Council of the Superintendency the 
need for a higher quota. Any special limits thus estab- 
lished by that Council are provisionally cancelled by the 
new instruction. 


Dollar-exchange commitment certificates providing for 
delivery of exchange in 270 or 360 days were sold at 
auctions held during the weeks beginning February 21 
and 28, as well as certificates providing for exchange 
delivery in 120 or 180 days, the terms previously used 
(see this News Survey, Vol. VI, p. 299). However, at 
auctions held the following week certificates were offered 
only on the basis of exchange delivery in 120, 150, or 
180 days. 


Sources: Bank of London & South America, Fortnightly 
Review, London, England, March 20, 1954; 


Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., April 5, 1954. 


Uruguayan Export and Exchange Regulations for Linseed 


A decree to regulate exports of linseed issued in 
Uruguay on February 23 is intended to protect the in- 
terests of the vegetable oil industry. The decree estab- 
lishes an export quota of up to 8,000 tons of linseed 
to be shipped before November 30, 1954. For exports in 
excess of the quota, one third must be in the form of 
linseed oil while the remaining two thirds may be ex- 
ported as linseed. Exports of linseed meal, cakes, and 
expellers are declared free from control. 

The decree maintains the basic rate of 1.519 pesos 
per dollar, or the equivalent in other currencies, for 
linseed exports; linseed oil is granted an effective rate 
of 2.10 pesos, which results from mixing the basic 1.519 
peso rate (30 per cent) and the preferential rate of 2.35 
pesos per dollar (70 per cent). Since September 22, 
1953, exports of linseed oil had been subject to a com- 
posite rate of 2.018 pesos per dollar. Exports of linseed 
meal, cakes, and expellers will continue to receive the 
rate of 1.78 pesos per dollar. 


Source: Bank of London & South America, Fortnightly 
Review, London, England, March 20, 1954. 


Other Countries 


South African Budget 


The main features of the 1954-55 South African budget 
presented on March 24 were the abolition of the compul- 
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sory savings levy introduced last year, substantial in- 
creases in tax-free allowances for income tax, and a re- 
duction of the surcharge on normal income tax and super 
tax. Concessions to industry took mainly the form of 
tax rebates for expenditures on new plant and on housing 
for employees. The tax concessions are estimated to 
involve an aggregate loss of revenue of £22 million in a 
full year. Despite these concessions, there will be a small 
surplus in the revenue and other accounts (excluding 
the loan account). Estimated expenditures under revenue 
account are about the same as last year and include £15 
million as a special contribution to the loan account. 
Expenditures under the loan account are estimated at 
£79.2 million, £13.4 million less than last year’s estimate. 
The reduction stems mainly from lower railway estimates. 

The Finance Minister expressed the conviction that 
the financial year 1953-54 would be recorded as the turn- 
ing point in the struggle to ensure the balanced growth 
of South Africa’s economy and a rising standard of 
living; he described the 1954-55 budget as a budget of 
optimism. Inflationary forces have been checked and the 
volume of private savings has increased satisfactorily, but 
the time has not yet arrived to relax credit restrictions 
or to lower the discount rate. He stressed the fact that 
the peak of investment for public services has been passed 
and that South Africa has begun to reap the fruits of the 
capital investment made in the past few years. 


Sources: The Financial Times and The Times, London, 


England, March 25, 1954. 


East African Loan 


A £2,045,000 loan, guaranteed by the Governments of 
Kenya, Tanganyika, and Uganda, was issued on the 
London market on April 1 for the East African High 
Commission. Its purpose is to finance capital expendi- 
tures of the Posts and Telecommunications Administra- 
tions. The loan was raised against 4 per cent bonds, 
1972-74, offered at 9734; £445,000 of the total amount 
of the loan was taken up on behalf of Colonial Govern- 
ment funds. 


Source: The Times, London, England, March 30, 1954. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
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the Christmas and New Year weeks. It may be ob- 
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